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HANNY

VISIONS AMHEAD

HANNY HOLDINGS LIMITED

(Incorporated in Bermuda with limited liabiliry)

(Stock Code: 275)

APPOINTMENT OF INDEPENDENT NON-EXECUTIVE DIRECTOR

The board of Directors of Hanny Holdings Limited is pleased to announce that Mr. Sin Chi Fai
has been appointed as an independent non-executive director of the Company and a member of
the Audit Committee with effect from 12 December 2005,

The Board of Directors (the “Board”) of Hanny Holdings Limited (the “Company”) is pleased to
announce that Mr. 8in Chi Fai has been appointed as an independent non-executive director and a
member of the audit committee of the Company with effect from 12 December 2005.

Mr. Sin Chi Fai, aged 46, a director and a sharcholder of a Singapore company engaged in the
distribution of data storage media and computer related products in Asian countries. Mr. Sin obtained
a diploma in Banking from The Hong Kong Polytechnic (now known as The Hong Kong Polytechnic
University). He has over 10 years’ experiences in banking field and has 10 years’ sales and marketing
experiences in information technology industries.

Mr. Sin is currently an independent non-executive director of China Strategic Holdings Limited
{Stock Code: 235) and Wing On Travel (Holdings) Limited (Stock Cod/’e: 1189). He has been an
independent non-executive director of Capital Estate Limited (Stock Code: 193) (resigned on 8 June
2005). The shares of all these companies are listed on The Stock Exchange of Hong Kong Limited.
Save as disclosed, Mr. Sin does not have any directorship in any listed company in the past three
years.

Mr. Sin was previously a director of a subsidiary in Singapore of the Company (the “Subsidiary”)
from 27 March 2002 to 12 January 2003 and was re-designated as an independent non-executive
director from 13 January 2003 (on which date the shareholder of the Subsidiary has approved the
Subsidiary to be deregistered) to 14 January 2004 (on which date the Subsidiary was struck off). Mr.
Sin does not have any relationship with any directors, senior management or substantial shareholders
or controlling shareholder of the Company. As at the date of this announcement, Mr. Sin does not
have any interests in the shares of the Company within the meaning of Part XV of the Securities and
Futures Ordinance.

There is no service contract entered into between the Company and Mr. Sin but an appointment letter
has been signed between Mr. Sin and the Company. He will hold office until the next general
meeting of the Company and will be eligible for re-election at the meeting in accordance with the
Bye-Laws of the Company. Mr. Sin will be entitled to an annual director’s fee of Singapore dollars
10,000.00 for the performance of his duties as an independent non-executive director and a member
of the audit committee of the Company (subject to review by the Board from time to time).

Save as disclosed above, there are no other matters in relation to the appointment of Mr. Sin that
need to be brought to the attention of the shareholders of the Company.

The Board wishes to express its warmest welcome to Mr. Sin for joining the Company.

As at the date of this announcement, the Board comprises of:~

Execurive Directors: Independent Non-executive Directors:
Dr. Chan Kwok Keung, Charles (Chairman) Mr. Yuen Tin Fan, Francis
Dr. Yap, Allan (Managing Director) Mr, Kwok Ka Lap, Alva
Mr. Lui Siu Tsuen, Richard (Deputy Managing Director) Mr. Wong King Lam, Joseph
Mr. Sin Chi Fai

By Order of the Board
Hanny Holdings Limited
Chan Kwok Keung, Charles

’ Chairman

Hong Kong, [2 December 2005
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HANNY HOLDINGS LIMITED

findorporaied in Bermadu with linited Hability)

(Stock Code: 275)

ANNOUNCEMENT OF INTERIM RESULTS
FOR THE SIX MONTHS ENDED SEPTEMBER 30, 2005

INTERIM RESULTS ' . September 30, March 31,

. . 2005 2003

The Bourd of Direciors of Hanny Holdings Limited (the “Company™) is pléased 10 announce the unaudited .HKS$'000 HK3'000
d 4 lidated financial st 15 of the Compoany and its subsidiaries (the “Group™) for the (Audited
six months ended Seplember 30, 2005 together with comparotive figures for the corresponding period in (Ungndlted) . ond restoted)

2004 s follow: Currenl Assels

Condensed C ldated Income St t Other assel - 108,000
For the six months ended St/;ltmbtr 30, 2005 . . !r""nm”" 1,085,955 387,078
rade and other receivables 176,401 766.277

Six months ended Investments held for trading . 201,216 . -

September 30, oo Investments in securities - 144,435

. 2008 2004 . Shor-term losn receivables 258,778 111,85}

NOTES HK$'000 HKS$'000 Short-term loan receivables from related compnnies 182,077 224202

. (Unsudited Margin lonn receivables .+ 24,783 30,586

(Unaudited) and restated) Tax recoverable 22,527 19,858

. . Ptedged bank deposit 20,244 20,014

Turnover 3 2,802,524 2,722,355 Bank balances and cash 26,368 359,603

Coit of sales E (2,171,743) (2,157, 711) !

2,598,323 2,371,932

Cross profit | A 630,781 564,584 Currend Liabilities

thcr op'ernung \nco.me 41,611 43,682 . Trade and other payables 1,180,334 1O1LEBI4

Distribution and selling expenses (396,652) (334,310) Margin lasn payables Y 251

Administrulive expenses (118,004) (151,275) Bills payable s 1,644

Other operating expenses (18,461) @B r pvuie 48,948 91420

Change in W yalue of conversion 15568 Borrowings - due within one year 625,593 85,881
,”\W“ ol unlizied convertible notes v . S Obligations under finnnce tenses - due within one year - - 102

Finance cous . (24,140) C 9,340 Bank averdrafs 18,380 16,978

Share of results of nssociotes (24,126) (30,448) - -

Amortization of goodwill arising . ) . . 1,873,405 1,240,452
on acquisition of associntes . - (14,045) B

Impairment loss on goodwill arizing . Net Current Assets 724,918 1,131,480
on acquisition of an associnte 114,391 - e

Gain on disposal of subsidiaries ] 4,276 Lo Total ‘Aisclx Less Current Linbilities . 2,706,620 2,416,101

Net loss on deemed disposals of Non-current Liabilities
sharehotdings In assoclaies . el (11,400 Borrowings — due after one year 382,280 - 157,470

. Ameunt due to a minority sharcholder - 2,526

Profii before income tox 4 96,461 52,500 Deferced tax lisbilities 114 LU

Income 1ax expense 5 (48,428) (67,670)

. 382,364 160,110

Profit (losg) for the period 48,033 (15,170) .

- Tofal Assets and Liabilities 2,324,266 2,255,991

Attributuble to: .

. Capitol and
Equity holders of the poremt 16,388 asey RN A ﬁ::”"“ 2236 2236
Minority interests . 31,645 9,862 Rmrm” 1.836.935 1804138
,836, 804,
48,033 (15,170)  Bquity auribuinble to equity halders of the parent C1,839,171 1,806,374
. Minority Inierests 483,095 449,617
Dividend & ' ‘13,418 11,193
Tolol equily 2,324,266 2,235,091
Eurnings (loss) per share 7 .
Basic HK7.33 cents HK(13.42) cents Notes To The Condensed Consolidated Financial Statements
= For the six months ended September 30, 2005
‘Diluted HK6.72 cenls NIA 1. BASIS OF PREPARATION
Condensed Consolidated Balance Sheet . The It financial have been prepared in accordance with the applicable disclosure
At September 30, 2005 ) : requirements of Appendix 16 10 the Rules Governing the Listing of Securities an The Siock Exchange of Hung
P ’ . Kong Limited (1he “Siock Exchange™) and whth Hong Kong Accounting Stondard 34 “Inierim Financial
. i i Bl (" .y,
September 30, March 31, Reporting”, lssued by the Hong Kong Institute of Centified Public Accauntants ("HKICPA™)
2005 . 2005 2. PRINCIPAL ACCOUNTING POLICIES
HKS'000 HK3'000 The condensed conxolidaied financial stalements hove been prepured under the hiatarical cost Convention o
(Audited modified fur the revalusiion of ceniain propertics and finuneiat instruments, which are meuxured at fevalued
(Unaudited) and resiated) smouns or fair valug, ns appropriate.

Nun-cusrent Assels B The aeeounting policies used in the J J ¢ biduted finaneiul §oare i 1 with thuse
Property, plant and equipment : . 13,077 70,557 fn‘lluwu! in the preparation of the Group's unnual financiat sistcments far the year eaded March 31, 2008 cacent
intangible nsseis . . 400,973 401,283 ay described below,

Interests in associates 645,107 - - 635,729 In the current period, the Group has apptlied. for the first lime, a number of new Hong Kong Financial Reporting
Investments in securities - 123,534 Swandards ("HKFRSs"), Hong Kong Accounting Standards “(HKASs") and | preiati (herelnafier colleciively
Available-for-sale investments 690,429 - referred 10 08 “pew HKFRSs) issued by the HKICPA thai are elfective for accounting perlods beglnaing on or
Payments for acquisition of long term invesiments 150,178 . 25.000 afier Joauary t, 2005, The application of the aew HKFRS¢ bas resulled in u change in the presentalion ol the
Deferred tax assets R 2"951 18418 facome xiatemen, balance sheel and the statement of changes in equily. In particular, the preaentsiion of
d . winority Interesis and shore of 1ax of uxsostates have been changed wuder HKAS | “Presentation of Financial
X Stotemenix” and HKAS 27 "Concolidated and Separate Finsncint S{aements”, rexpectively. The changes in

1,981,712 1,284,621 . )

presentuilan have been applied celronpeciively.
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The adoprion of the new HKPRSK hos resulied in changes 16 the Groups g policies In the following 5. INCOME TAX EXPENSE
oreas; :
(a) HKFRS 3 “Business Combinations™ S et snaed

N Septeml N
Ib; HKAS 32 “Financiol lnsirumenis: Disclosure ond Presentation” September 30

o 200 20
) HKAY 39 “Finaacial Insiruments: Recogniiiun snd Measurenient” nx:'uoz NKS'Dg;
(91 HKAS 3% “lnianglble Assets™

3. SHCMENT INFORMATION Cusrent tox: :

: Other jurisdictions 51,926 44602
Business Segunents
Deferred tox: .

The Group ix organized into four (Stx months cnded Sepizmber 30, 2004: four) business tegments, namely Current periad (credit) charge (3,498) 2858
truding of compuies relaled producis, consumer elecironic products and securities ond properiy development and
irading. These divisions re the bascs on which the Group reparis Lis primary segment (nformation. 48,428 $7.670
Principol activiiies are oy follows: . Income 1ox arising In olher jurisdictions ix calculated ol the rates prevaillag in the rexpective jurisdiciions.
Trading of computer relured products No provision for Hong Kong Profits Tax was msde for the perlod ax the ussensuble profit of subsidiaries

operated In Hong Kong was wholly absorbed by 1ax losses brought forward.
Trading of consuter elecimmte products

) &  DIVIDERD
Truding of securities

Ou luly 22, 2005, o Jividend of HKS cents per share was declaced 1o sharcholders as o final dividend for (he
Prerty development and srading year eaded March 31, 2005, amounting 1o HKS$13 418,000,
Six months ended September 30, 2005 The directors have resolved iu deelare an interim dividead of HK4 ceats per share in canh with scrip option {Six
monthx eaded Septeaber 30, 2004; Nil) xhould be paid 10 the xhareholdecs of (he Compuny wWhose fumes SPRELT
Trading of  ‘Trading of Property * on the Reglsier af Members on January 4, 2005,
computer confumer development
reluted  clectrunle  Trading.of und 7. EARNINGS (1.0SS) PER SIARE
praducts products securities trading Consolidatied . . N . "
11557000 NKS0O0 . HKS'000 1K$'000 K000 The caleulstion of 1he barie and diluted earnings Uosa) per khare ix hased on the Tollowing dutu:
Turnover L4SBB4S 670944 113,935 116800 2,802,824 Stx months ended
Seplerber 30,
Segment rosult 89,572 " 13,124 18,684 10,798 132,185 ”A';zrgg: MA'I%SEZ
imerexl income 20,738 Earnlngs {lusx):
Unablucuted vorporare incone, net Lon
Finance.costs (24,140) Earnings (loxx) for the purposcs of busic and dilured carnings {Jans)
Share of reaulis of assoclatex (24,126) per share atiributable 10 equity holders of the parent 16,384 (25,030
Impaionenl fos un goodwit!
arising on sequisition of an axsuciste . (14,391 Number of shnres: o0y REE
Guin op dispoaul ul subsidiaries 4,276
———— Number (Weiphied average number) of andinary sbares
Pealit belore inenune (ox 96,481 for ihe purpose of hasic enrmings o) per share 223,628
Tovonne 1an expeass (48,42K)
— Effect of dilutive patential ardinary shares un share aptivin 20310
Profh fur the period 48,033
om—— Weighied average number of ordinary shares For the
Six months ended Sepiember 30, 2004 purpose of diluled earaings (los<) per share 243,939
Teading of Trading of Praperty The computaiivs of diluted Joss per share for the six months ended Seplember 10, 2004 did not assume the
compuler consumer developnient exercise ol the Company’s outsianding share oplions becavse the exercise would result in b decrease in fois per
related  elecironlc  Trading of snd shate.
producty products securities trading Consolidaled
HKS'000  HK$'000  HKS'000  HKS'000  Hk$'0op  INTERIM DIVIDEND
(Rertaied) The directors have resolved to declare un interim dividend of HK4 cents per share in cush with serip
Turnover 1,807,432 513,616 1,307 - 2,722,358 dpllon for the six months ended September 30, 2005 (9/30/2004: Nil) 1o those shureholders whase
names appenr on the Register of Members of (he Company on January 4, 2006. The relevant dividend
Sepment result 96,648 14,824 10,409 (36} 121,825 warrants or share certificates will be dispatehed (o sharcholders on or around March 3, 2006,
taterext fncome 9,405 CLOSURE OF REGISTER OF MEMBERS
Allowances {or shori-terny Josns receivable {3.469) .
Unuilocated corporale expenses, net {10,028) The Register of Members of the Company will be closed from Tuesday, Jonuary 3, 2006 10 Wednesday,
Finunce costs ' (8.340) January 4, 2006, both days inclusive, during which period no transler of shares will be effzcied. In
Share of results of sssovinies (30.448) order to qualify for the interim dividend, ol) compteted shore transfers forms, accomnpanied by the
Amoriization of guodwill K relevant share certificates, must be lodged with the Company's Hong Keng branch registrars, Seeretaries
srising on ““‘”"‘mf’" of axsociates © (4045 imited o1 Qround Floor, Bank of East Asla Harbour View Centre, 56 Gloucester Road, Wanchai, Hong
Net losx on deemed dispasals Kong for regisiration not later than 4:00 p,m. on Friday, December 30, 2005,
of sharcholdings in axsociates {11,400)
MANAGEMENT DISCUSSION AND ANALYSIS !
Profit before [ncome tux 52,500
Incame (ax expenre (67.670)  Results and fnanclal review
Linix for (e period (15,120) Results
[EEss )
4. PROFIT BEFORE INCOME TAX . For the period ended Seplember 30, 2005, the Group's unaudiled consolidunied profit was HK$48.0
y million (9/30/2004: loss of HKSI5,1 mitlion), which comprised of profit afler operating income and
Stx months ended expenses of HK$139.2 million (9/30/2004: HK$117.7 million), pesitive change in fair value of financial
September 30, sssets of HKS15.6 mitlion (9/30/2004: Nit), finance cosis of HK$24.4 mitlion (9/30/2004: HK$9.3
HK",E?: Hn’,g; miflion), share of net losses of associates of HK$24.1 miltion (9/3072004: HK $30.4 million, as restuted),

galn on disposul of subsidinrics and associates of HK$4.2 million (2/30/2004; uci loks of HK$11.9
Prufit hefure income i hax been areived ol afies charging (ceediting): . million), impairment loss an goodwill urising on nequisition of an assovine of HK$14.4 million (97307
2004: Nil) and income inx expense af HKS48.4 million (93072004; 11K$62.7 million, us rexinted). (n

Attuwunce for bad und doubtiul Jebis 1,668 7,098 uddition, there w: nmortization of goodwill arising on aequisition of associstes of THKS$14.0 mitlion for
Anuetiyaiog of gondwill (i Ll sdminian - 13343 the period ended September 30, 2004, whereas there was nil for the perind ended Seplember 30, 2008 as
Amartizmion of trademark liceanes ond pateal a result of the change in necounting policy.

tinetuded in udminixirative expenses) 403 13,186
Depreciailon and amuriization en property, plant ond equipment 6,466 9,032 Segrent Resulis
Share \he 1ox of assoclatex {Inciuded

in shure of rexult of associates) 1,029 1,320 For troding of computer related products, segment turnover amounted 10 HKS$1,898.8 million, Incrensed
Exchange lassex I B8 by MKS$S1.4 mitlion (5,0%) and segment resull recorded HK$89.6 million, decreased by MK$7.0 mitlion
Loss on fulr value changes on investmenie held for rading 18,461 - O2%)
interest income (20,736) (9,405) - :
Net galn va teading "‘A""i"‘"i'"'n“‘:"“"“‘ insiraments - . “""l:“;) For trading of consumer electronic producis, segment wuenover amounted to HK$670.9 million, decreased
Rt reatived pain un disposal of listod xecurhies Investisnte Lo O by HKS242.7 mittion (26.5%) and segment result recorded HKS13.1 million, deceensed by HKS 1.7
Net unrealized hotding Joss on other lnvesinenis - 4,948

mitlion (11.5%),
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For trading of securities, segmeni turnover umounted to HK$112.9 million, inereased by HK$112.6
mitlion (over t00%) und kegment result recorded HK$18.6 million, Increased by HK$8.2 million (78.8%).

For propenty development and trading, segment twraover smeunted to HK$118.8 million, increased by
HKS$118.8 miltion (100%) and segment resul recorded HK$10.7 million, increased by HK$10.8 witlion
(over 100%,). . . .

This year, Ihe Group slill enjoyed steady growth without (qwering gross profit margin. This sales
growih was due 10 our persisient efforts {o control cost on inventory pricing, our sirong and extensive
business network worldwide nad promolionat effarts made.

The results of the Group wos critically turned from loss of HKS$15.1 million for the period ended
September 30, 2004 10 profit of HK$48.0 million for the period by the reduciion of zmortization af
goadwill urising on uequisitions of subsidiarics and asscciates during the period of approximarely

HKS$39.1 million as compured (0 the period ended September 30, 2005 as o resull of the change in

uccounting policy, Furthermore, the Group suffered less net losses under “Share of results of associates”
during the period of HK$24.1 million, a decrease by HK$6.3 million (20.7%). Ia addilion, the invesiment
in unlisted convertible noiss recorded an unrealized goin of HK$15.5 mitlion.

Liguidity

Net bank and cash balonces ai September 30, 2005 decreased significantly o HK$28.2 mitlion (3/31/
2005: HK$332.6 million), accounting for 2.0% (3/31/2005: 23.7%) of the net tungible tsset value of the
Group. The vash was maindy used for dnily operntions and investments in unlisied convertible notes
during the period. The current rutio of the Group ot September 30, 2005 was 1.39 (3/31/2005: 1.91).

Financial Review

The net current assets of the Group ut September 30, 2005 decreased by HK$406.6 mitlion (15.9%) 1o
HK$724.9 million (3/31/2005: HKS$1,131.5 miltion).

Such decreuse was muainly atiributable to the decrease in bank batunces and cash, other asset, invesiments,
shori-term loan receivables from reluled companies, murgin toan receivables and nel lax payable of
HK§304.4 million, HK$108.0 miltion, HK$42.1 million, HKS$5.7 million and HK545.2 million,
respectively, at period end us compured 10 the previous year, and offsel by (he increase in inventaries,
trade und other receivables, investments, short-ierm loan receivubles, rude, bills and other puyubles und
borrowings ol HK3498.8 million, HK$10.1 wmillion, HK$56.8 miilion, HK$146.9 miltion, HK$164.9
miltion and HK$539.3 million, respectively.

Other usset of HK$108.0 million as st March 31 2005 were fully disposed of at a censideralion of
HK$118.8 million during the period, with a profi of HK310.7 miltion,

Inventories incrensed from HK$587.1 million as ot Mareh 31, 2005 1o HK$1,085.9 million us at September
30, 2005, This was attributuble to the increase in inventory levels of the subsidinries in the United
States and United Kingdam at period end, as management foresaw an increusing sales wrend in the
coming manths. In addition, there was, inventories buyback from a customer {or coaversion to
consignment.

Teade nnd other receivables increused from HK$766.3 million as ut March 31, 2605 10 HK$776.4
million as ul Seplembes 30, 2005, The number of days for debtors turnover remained sieady fram 38
days last year 10 39 days in current period,

Trade and other payables increased from HK$1,011.8 million as at March 31, 2005 (o HKS1,180.3
million as a1 September 30, 2005. The number of day for creditors turnover decressed from 5S4 days last
year 10 45 doys in current period. The decrease in creditors turnover days was mainly auriburable to the
carly seilement of irude payables in lign of cash dlscount on goods purchased during the period.

At Sepiember. 30, 2005, 10141 borrowings of the Group amounted 10 HK$1,026.2 milllan {3/31/2005:
HK3$293.3 miltion), of which HK$382.2 million (3/31/2005: HK$160.0 million) were not repayable
within ane year. The borrowings inctuded bank borrowings of HK$371.3 million (3/3/12005: HK$82.0
million), other leans of HK$636.5 mitilon (3/312005: HK$161.3 million), overdrafts of HK$18.4 million
3/31/2005: HK$47.0 million). In addilion, there were obligations under finance [eases and amount due
10 u minority shareholder of HK$0.5 million and HK$2.5 million, respectively, os st March 31, 2005,
The increase in borrowings was due to new borrowings totaled of HK$1,163.4 mitlion obiuined during
the period for the purposes of investment and daily operation, but with the total repayment of only
HK$430.5 million,

lieresis in associaies

At Sepiember 30, 2003, intercsis in associutes amounted to HK$645.1 mitlien (3/31/2005: HK$635.7
million, os restated), represenied share of net assets of HK$604.! million (3/31/2005: HK$581.0 miltion,
as restated), goedwill on acquisition of sn associate of HK$39.0 mitlion (3/31/2005: HK$51.1 million),
loun 10 on associute of HK$1.4 million (3/31/2005: HK51.4 million) and amounts due therefrom of
HK$0.6 mittion (3/21/2005;: HK$2.2 million), The increase in balance was mainly due (o the acquisition
of ndditionat equity interest in un nssocinte of HK$24.1 millian, currency tranglation foss of HKS$8.8
willion, shure of ussacintes’ increase in other resesves ond losses, of HK$32.6 million and HK$24.1
mittion, respectively, during the period. Furthermore, goodwill orising on ucquisition of an ussociale
wus impuired by HK$14.4 million ct period end.

Pledge of nssets

At Seplember 30, 2005, certain assets of the Group omounting to HK$1,386.9 million (3/31/2005:
HK$240.2 million) were pledged to banks and financial institutions for loun fucilities grunted to the
Group. ’

Cearing rutio

The gearing rutin (horrowings/shurcholders' funds) at Septeinber 30, 2008 significantly incressed to
55.9% (3/31/2005: 16.2%).

Exchange rate and interest rvate visks expusure

Mast of the Group's business iIransuctions. ngsels and diohitiiies are denominaied in Hong Kong Doltars
and Uniled States Dollurs, The risk of foreign exchange tluctuntion had not been significant 10 the
Group. Interest rutes of import loans are mainly referenced to LIBOR or HIBOR plus whereas that of
tank and other touns are Prime plus. At the balunce sheet date, the Group did not enter into any interest
rute speculntive and hedging contracts. However, (he recent weakening of the Euro Dollars pgainst
United States Dollurs would bring ceriain exchange losses to the European aubsidiaries so far, In view
ufl {he possible persisient exchange ingxes, the Group will consider entering into hedging cantracis to
climinute expasure 10 downside risks, whenever the Group and the concerncd foreign suhsidiaries think
it

(Puge 3)
Contingent liabilities

At Septeinber 30, 2005, the Group has no contingent Habilities in relation (o guaruniees given 10 bunks
and other financial institutions for frcilities granted 10 an outsider (3/31/2005: Nil).

Employees aid remuneration policies

As a1 September 30, 2005, there were npproximatcty 485 siaff (3/31/2005: $00) employed by the Group.
The remuncrasion policies are formulaled on the busis of performance of individunl employees and the
prevailing sularles’ (rends in the various regions. They are subject (o be reviewed every yeur, The Group
also provided employee troining progrums, mandatery provident fund seheme, medical insuranee and
diseretionary bonus. Share oplions ure awurded to employees on meril busis, However, no share oplions
were granted during the period. ’

BUSINESS AND OPERATIONS REVIEW

Trading Operations Review

The Group continued te sirengthen the market position in CD, DVD and USB Flash Category. In
summary, the Memorex® brand awareness was growing 1o bring alang with continuous growth in revenue
ond operating margins.

North America

Memorex® North Americn secorded record revenues and opernting income in the firsi two quariers of
Fiscul 2006. Growtli in USB Flush aml Accessories revenues were the primary drivers of the fecord
revenues achieved during the period. Unit sales of USA Flash neurly wripled in FYG6 providing over
150% revenue growlh in the cutegory. Revenue growih was ulso fucled by uggressive expansion of its
sales of Accessories preducts with revenues prowing by 22%. Media revenues were nearly far from
previous year ps increased volumes were offxet by decreased Averape selling prices, In the United
States, according 10 indusiry trade publications, Memorex® continues 10 be the American market leader
in DVD sules with 2 27% share and CDR sales with also 8 32% share. We expect DVD valuines to grow
substamially in fiscal 2006 while CDR volumes should continue to decline at single Jigit rutes. We
continue to expand our presence in Lotin America through distribution channels ond (o explore new
morkel opportunities in Canada, Memorex? continues to be the 1op brand emong the largest retailers in
Mosth America. We currently have one or more of our producis in 95% of the 1up 1wenty retilers in the
United Siutes,

Operating marging in North America also achicved record levels. The Company’s globul purclnsing
ennbled us o improve our gross margins, which we continue to use 10 leverage our cost structure, We
consolidated our Canadian operations into our U.S. aperation has yielded operating elficiencies compured
to prior year.

Europe

The Buropeun market continues 10 he challenging. CPR und DVD prices continue to come under
presxure from o vacicty of competitors and directdy (rom the disk muaulacturers, In addition, levies in
haty and Prance have negutively impaeted the retail demand for CORs und DY Ds us consumers fook for
alternative channcls Lo purchuse media and media alteraatives such as MP3 players. On o posilive note.
The USB Fiash business in Europe has grown by 57%. The Group has continued the sueeessful sirnteyy

of supplying key retailers on a direct basis and is currently in mmore the hatl of 1the 10p Evropean
retnilers.

Asla

The Asian murket continues 10 be emerging. The revenue was slightly increased by 7%, which was
originated by Japan market. Due to low margin in DVD recorders and keen competition in €D und DVD
sector, the overall margin was dropped. Research has been mode ss 1o launching new products to
feverage the Memorex® brand in Asia. The current strategy is (o collaborute with more distributors aver
Asian countrics, promote sales of the CDR & DVD and Jaunch new productx (tike USH flash and
Accessoriea) in line with thai of the Group.

Business and Corporate Developments

Disposal of 15.3% interests in China Strategie Moldings Limftted (“\CSHL") & the acquisition of
{uterests (u Group Dragon luvestinents Limited ("GDI*)

On Murch 10, 2005, the Company and PY! Corporation Limiled (formerly known as Paul Y.-ITC
Construciion Holdings Limited) entered into u share sale agregiment (the “Share Sale Agreement”) with
Nation Field Limited for the disposal of an approximutely 15.3% interests in CSHL st the consideration
of spproximntely HK$26 million {“Disposal™). The completion of the Disposal is subject 10, umong
others, the group re-organization of CSHL (“CSHL Re-Orgunization™). Subject 10, inter alia, the
completion of the CSHL Re-Orgunization, the Compuny will muke a voluntary ofter to acquire all the
issued shares in GD! which are not owned or ugreed 1o be ucquired by the Compuny (ihe “GDI Offer™),
The ordinary resolution upproving (i) the making af the GDI Offer (including the alloument and issue of
the new shares under Opiion |, and the issue of the bonds and the allotment and issue of the conversion
shores under Option 2); und (ii) Ihe Share Sale Agreement and the transactions contempluted thereunder
was duly passed al the special general meeting of the Company held on 7 October 2003, Details of the
nforesuid trunsaction are sed out in the joint unnouncement of CSHL, the Company and other parties 10
the transuction duted April 19, 2005 and the circular of the Campany daied September 14, 2005,

The transaction hns nol yel compteted as ut the date of this interim results announcement.

Subseription of convertible note of Cheung Tai Houg Holdings Limited (“CTH”)

On April 20, 2005, Loyal Concept Limitad, un indirect wholly-owned subsidiary of the Compuny, snd
CTH entered into o subscription agreement (the "CTH Subscription Agreemeni™) 10 subscribe 4 zero
coupon convertible note due 2010 of CTH in a principal amount of HK$450 million et aa initial
conversion price of HK$0.44 per conversion share subject (0 odjustments from time 1o time.

The subscription und the transactions contemplated under the CTH Subseription Agreement were approved
by the shureliolders in the specind generad meeting of the Company hetd on June 24, 2005 and the CTH
Subseripilon Agreement was completed on August L1, 2005, Detuils of the transuction are set out in the
clreular of the Company dJated June 7, 2005,

The vnderwriting agreement and subseription of convertible note uf See Corporativn Limited
ormerly known as Ruill Holdiugs Limited) ("See Carp")

On April 21, 2005, the Company, See Corp and Tai Foak Securities Company Limited entered inio un
underwriting ngreement, pursuani to which, the maximum number of rights shares 10 be wken up by the

.Compony was 320 mitlion rights shares o1 o sebscription price of HK$0.10 per rights share. On the

same date, the Company and See Corp entered into a convertible note subscription agreemenm (the "See
Subscription Agreement”) to subseribe 4 zero coupon convertible aote due 2010 of See Corp In a
principat umount of HKSI?70 mittian ut an initial conversion price of HK$0.12 per conversion share,

* suhject to adjusiments from time (o tine,
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. (Puge d)
On July 22, 2005, the Company has subscribed 320 million rights shares of See Corp ot HKS$0,10

per righls shure, The Sce Subscription Agreement was completed on August |0, 2005, Detnils of
the ransaction are get out in the circular of the Company dated Moy 24, 2005,

Subscription of convertible note of Wo Kee Hong (Holdings) Lhmited (“WKH")

On August 18, 2005, the Company and WKH entered [nlo o convertible note subseription agreement
(1he "WKH Subscription Agrecment™) 40 subscribe the 7.25% couvertible note due 2008 of WKH in
a principal amount uf HK$30 million ot an initial conversion price of HK$0.10 per conversion
share, subject to adjusiments from time fo time,

The WKH Subscription Agreement was compleied on September 7, 2005, Delails of the transactian
ore sel out in the circular of the Company dated September 9, 2005.

OUTLOOK

The Group is well positioned 1o expand itz presence around the globe. We befieve tliat grow(h in
the DVD segment will continue, and prices should stabiiize. The overall CDR market will continue
to decline for the foresceable future, We cantinue to be the market share leeder in CDR and DVD
media in the United States ond expect to leverage that posilion through expanded product offerings
and expanded geographic distribution. In North America and Europe our goal is to expand the
products sold within our existing retailers including an expanded accessarizs offerings, especially
media products and USB Flash products, Now that we have achicved n sizable market share in USB
Flash we will atlempt 1o improve our margins {n the category. Recent markel studies indicate that
consumers have significant recognition of the Memorex® brand in this segment of the macket,

PURCHASE, SALE OR REDEMPTION OF THE COMPANY'S LISTED SECURITIES

Neither the Company nor any of its subsidiaries has purchased, sold or redeemed any of the
Compony's 1isied securities during the six months ended September 30, 2005,

AUDIT COMMITTEE

The Audit Commitice of the Company has reviewed with the management and the Compuny's

-auditors the accounting principles and practices adopted by the Graup snd discussed ouditing,

internat control and financiat reporting matters including the unoudited financial stolements for the
six months ended September 30, 2005 on the baals that such review does not in itself constitute an
sudit. The Audit Codmmitiee is not aware of any material modificntions (hat should have been made
10 the interim financial statements for (he six months ended September 30, 2005, The Audil
Commiltee, with wrilten terms of reference in line with the code provisions set out in the Cade on
Corporate Governance Practices as stipulated In Appendix 14 to the Rules (the “Listing Rules”)
Governing the Listing of Securities on The Stack Exchange of Hong Kong Limited (the “Stock
Cxchange”), currenily comprise three independenl non-exccutive directors, namely Mr. Kwok Ka
Lap. Alva, Mr. Wong King Lam, Joseph and Mr. Sin Chi Fai.

COhiPLlANCE WITH THE CODE ON CORPORATE GOVERNANCE PRACTICES

The Company has complicd with the Cade on Corparate Gavernance Pructices (the "Code™) as set
out in Appendix 14 (o the Listing Rules during the six munths ended September 30, 2005 excepl for
the following deviations:-

Code Provision A.2.1

Under the code provision A.2.1, the roles of chairman and chief executive officer should be separale
and should not be performed by the same individual, The Company does not at present have any
officer with the title of “chief exccutive officer” (“CEQ™) bul instead Lhe duties of A ‘CEO are
performed by Dr. Yap, Allan, the Manoaging Director of the Company in the same capocily as the
CEO of the Company, :

Code Provision A.4.1

Under the code provision A.4.1, nan-execullve directors should be appeinted for a specific term,
subject to re-election. The curcent independent non-executive direciors of the Company are not

* appointed for a specific term. However, all directors (including execulive and non-executive) of the

Company are subject (o retirement by rotation at the anhua! general meeting in accordance with
Bye-Low 87(2) of the Bye-Laws of the Company. As such, the Company cansiders that sufficient '
measures have been token 1o ensure lhnl the Company's corporate governance prnc(lces ore no less
exacting than those in the Code,

COMPLIANCE WITH THE MODEL CODE'FOR SECURITIES TRANSACTIONS BY
DIRECTORS OF LISTED ISSUERS

The Compuny has adopted the "Model Code for Securitics Transactions by Direciors of Listed
Issuers” set out in Appendix L0 of the Listing Rules as its own code for dealing in securities of the
Company by the directors (she “Model Code"). Having mode specific enquiry of oll directors of the
Company, they have confirmed that they have complied with the required standard sel out in the
Model Code during the six months ended Seplember 30, 2005,

PUDLICATION OF INTERIM RESULTS ON THE STOCK EXCHANGE'S WEBSITE

All the informotion of the interim results of the Group for the slx months ended 30 Sepiember 2005
required by paragruphs 46(1) 1o 46(9) inclusive of Appendix 16 to the Listing Rules will be
published on the Stock Exchange's website in due course.

On behalfl of the Board
HANNY HOLDINGS LIMITED
Dr, Chan Kwok Keung, Charles

Chairinan

Hung Kong, Deeember 13, 2005

As 0t the date of this announcement, the directors of the Company are as follows:~

Executive D!rtrmr‘:;- Independemt Non-Executive Directors:=
Dr. Chan Kwok Keung. Charles Mr. Yuen Tin Fan, Francis

Dr. Yap, Ailan Mr. Kwok Ka Lap, Alva

Mr. Lui Siv Tsuen, Richard . Mr. Wong King Lam, Juseph

Mr. Sin Chi Fai




